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FOREWORD 


The following analysis of income, costs, profits, and price spreads 
in the canning industry is a report to the Committee on Agriculture 
and Forestry on an important part of the food industry. It is a part 
of the committee’s continuing study of the reasons for the wide spread 
between the prices received by farmers and the much higher prices paid 
by consumers for the processed products 

This study was made for the committee by Dr. Walter W. Wilcox 
of the Legislative Reference Service, with the help of specialists in the 
Agricultural Marketing Service and the canned fruit and vegetable 
industry, and has\been approved or disapproved by the committee. 


wow ALLEN J. ELLENDER, Chairman. 
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INCOME, COSTS AND PROFITS IN THE CANNING INDUSTRY, 
FISCAL YEAR 1954-55 AND RELATED INFORMATION 


Income and cost data for approximately 25 percent of the fruit and 
vegetables canned in the fiscal year 1954-55 indicate that canners had 
a net income before taxes of 3.70 percent of sales and a net profit of 
2.03 percent of sales after payment of Federal income taxes. 

Comparable data for four of the larger canning companies indicate 
that their average net profit, after taxes, as a percentage of sales was 
3.0 in 1954-55. This is not far different from their level of profits in 
other recent years. For the years 1951—52 to 1953-54 their profits as 
a percentage of sales averaged 2.5 percent. For these companies this 
level of profits gave them a return of approximately 7 percent of their 
stockholders’ net equity.’ 


RAW PRODUCT, LABOR, AND OTHER COSTS 


Representative canners reported that raw products accounted for 
38 percent of the total manufacturing cost of canned vegetables in 
1954-55 and 39 percent of the cost of canned fruit. Labor made up 
14 percent of canned-vegetable costs and 18 percent of canned-fruit 
costs. 

The distribution of manufacturing costs between raw products, 
labor, and all other costs, mostly containers, in 1950-51 and 1954-55, 
is shown below: 


Con- 
tainers 
and all 
other 


Raw 


products Labor 


Canned-vegetable costs: | Percent | Percent | Percent 
Seems fie ee : ee 37 19 44 
1954-55 __- ais aa ek es eke ee | 3s 14 48 

Canned-fruit costs: 

1950-51. tienen a lati li inset aati at saan 43 is 
1954-55 ce = al oe 39 | 18 | 


The above data apply to approximately the same group of canners 
of fruits and vegetables for 1950-51 and 1954-55. This group of 
canners, who packed 27,393,977 cases of fruits and vegetables in 1954 
55, spent approximately 11 cents out of each sales dollar for marketing 
and administrative expense, including warehousing and shipping. 
This compares with an expenditure of 10 cents out of each sales dollar 
for similar purposes in 1950-51. 

Similar data for a number of additional firms are available for the 
year 1954-55, including several of the manufacturers of nationally 
advertised brands of fruits and vegetables. When the information 
for these firms is added to the sample used in 1950-51, marketing and 


1 From data compiled by the Agricultural Marketing Service, U. 8. Department of Agriculture 
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2 PRICE SPREADS IN THE CANNING INDUSTRY 
administrative expenses take 18 cents out of each dollar of sales of 
canned fruits and vegetables in 1954-55. This increase in marketing 
and administrative expense is largely the result of the advertising and 
promotion costs for the nationally advertised brands, although 
several of the large companies sell a part of their pack on a delivered 
price basis. In such instances, outbound transportation costs are 
added to the other marketing costs. 

A detailed summary statement of costs, income, and profits of 
representative canners of fruits and vegetables for the fiscal year 
1954-55 is shown in table 1. Except for inventory losses, 1954-55 
was a profitable year for vegetable canners, as they earned a net income 
on canning operations of 5.75 percent of their sales income. In- 
ventory losses, and in some cases other miscellaneous costs, were 5.07 
percent of their sales, leaving net income before taxes of only 0.68 
cent out of each sales dollar. Fruit canners fared better than the 
vegetable canners. They had a slight inventory gain and earned a 
net income before taxes of 5 cents out of each sales dollar. 

TABLE 1.—Costs, income, and profits: Representative canners of fruits and vegetables, 


/ 


fiscal year 1954-56 


: Composite of 
fepresentative Cor osite 
Representativi Representative nposite of larger group (in- 


vegetable representative , 
ae sre fruit canners ?  aaaane we cluding national 
us — advertisers) 
Per- Per- Per- Per- 
Amount | 2" | amount | Ce?! Amount | %@° | amount | 2" 
of of of of 
sales sales sales sales 
Thousands Thousands Thousands Thousands 
Gross sales $19. 976.2 | 100.0 | $98.831.1 100.0 |$118. 807.3 100.0 '$426, 776.1 100. 0 
Cost of manufacturing: 
Raw product 6, 069. 3 30. 4 32, 834. 7 33. 2 38, 904. 0 32.7 | 132, 853. 4 31.1 
Labor 2. 162. 1 10.8 15, 014.7 15.2 17, 176.8 14. 5 49, 711.1 11.6 
Containers and labels 5, 411. 5 27.1 21, 213. 0 21. § 26, 624. 5 22. 4 98, 451.8 23. 1 
Other manufacturing ex- 
penses 2, 277.1 11.4 14, 985. 0 15. 1 17, 262. 1 14.5 52, 336. 1 12.3 
Total manufactur- | 
ing cost. _... 15, 920. 0 79.7 84, 047.4 85. 0 99, 967. 4 84.1 | 333, 352. 4 78. 1 
Gross income 4, 056. 2 20.3 14, 783.8 15.0 18, 840. 0 15.8 93,423.7 | 21.9 
Marketing 4and administra- | 
tive expense 2, 907. 6 14.6 9, 831. 3 9.9 12, 738. 9 10.7 75, 869.4 | 17.8 
Net income on can- 
ning operation 1, 148. 6 5.8 4,952. 5 5.0 6, 101.1 5.1 17, 554. 3 4.1 
Other income or expense (— —1, 012.9 5.1 52.5 1 960. 4 —.8 | —1, 767.5 | —.4 
Net income before 
taxes__. 135. 7 7 5, 005. 0 5.1 5, 140.7 4.3 15, 786.8 3.7 
Federal income taxes 81.3 .4 2, 480.5 2.5 2, 561.8 3 7, 118.7 | 1.7 
Net profit or loss (— 54. 4 3 2, 524. 5 2.5 2, 578.9 2.2 8, 668. 1 2.0 
Cases packed 6, 005, 052 21, 388, 545 27, 393, 597 105, 080, 466 
Cases sold 6, 124, 178 20, 920, 429 27, 044, 607 106, 482, 935 


| 


Includes some canners who also pack apples and applesauce. 
Includes canners who also pack some vegetables 

Does not include any national advertisers. 

4 Includes warehousing and shipping expense. 


NOTE Figures may not check perfectly due to rounding 
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DETAILED COSTS OF CANNING AND SELLING FRUITS AND VEGETABLES 


It cost $5, on the average, to pack and sell a case of 24 cans of 
vellow cling peaches; $6.27 to pack and sell a case of apricots; $6.85 
for a case of Bartlett pears, and $3.50 to pack and sell a case of 
tomatoes. The per-case costs of canned peas, sweet corn, and green 
beans were somewhat less on the basis of a summary of costs for 
representative firms in the industry (tables 2 and 3). Costs were 
slightly in excess of average selling prices for fancy sweet peas, sweet 
corn, and green beans and only slightly below average selling prices 
for the selected fruits and other vegetables. The data as reported 
in tables 2 and 3 are based on over two-thirds of the apricots, peaches, 
and pears canned, about 20 percent of the tomatoes canned and 
smaller percentages of the other vegetables canned. 


TABLE 2.—Canned fruits and tomatoes: Re presentative costs per case in 1954 to 
pack and sell 


Yellow cling Apricots, 24 N: Bartlett I 
peaches, 24 No. | 24% cans, choic 04 me | 3 es 24N 
246 cans, choice halves iin on hal “- sndar 
halves unpeeled : ? peeled 
Dollars | Percent) tonars| Percent) nonars | Percent) ponars| Peres 
ol cost ol cost ote { 
Direct labor 0. 45 9.1 0. 80 12.7 0.8 12.4 0. 68 19.4 
Supervisory and indirect .10 2.0 17 2.8 ly 2.7 15 1.2 
Payroll taxes and compensation in- 
surance 04 7 06 1.0 ie u 
Royalty—labor-saving machines og 1.8 05 4 07 Ll. 
Total, all labor _- 68 13. 6 1. 08 17.4 1.17 17.0 XS 2 
Raw product------ 1. 57 31.4 2. 18 34.8 2. 68 39. 1 64 18. 2 
Cans_. 96 19.1 06 15.2 U6 14.0 " 2 
Cases : - 13 2.7 13 2.1 13 2.0 13 Ss 
Sugar __. . 52 10. 5 . 58 9, 2 6 6.8 
Fuel, power, and water - 03 6 03 5 03 4 03 ’ 
Direct supplies. 01 2 02 6 
Factory burden ‘i 31 6.2 40) 6.3 14 6.4 21 , 
Labels plus allowance - -. 08 1.6 OS 1.3 OR 1.2 O08 2.3 
Warehouse labor. _ - . 10 2.0 10 1.6 10 1.8 10 ’ 
Freight and distribution 08 EY 08 1.3 OS 1.2 OS 2.4 
Brokerage, cash discount, and swells van 4.5 28 4.5 31 1.5 16 4. 
Financial, administrative, and gen- 
eral selling . 30 5.9 37 5.8 4] 5.9 21 6. 0 
Grand total to pack and sell 5. 00 100. 0 6, 27 100. 0 6. BE LOO. 0 3. 0 100 
Average selling price ; 5.10 6. 30 7.00 3.00 


Profit or loss._..- : +.10 + 03 +. 15 + | 
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TABLE 3.—Canned vegetables: Representative costs per case in 1954 to pack and sell 


Peas, 24 No. 303 Peas, 24 No. 303 Sweet corn, 24 | Green beans, 24 
cans, 3-sleve, cans, 4-Sleve or No. 3093 cans, No. 393 cans, 
extra-standard, | ungraded, fancy) fancy, whole faney, 4ieve or 
Alaska sweet kernel, gol len ung -aded cut 
* are erce Jorcee 
Dollars! Percent) nontars| Percent Dollars) Percent Dollars) Percent 
Vining 0.13 17 0.16 4.8 / 
Receiving and preparation 06 2.1 06 1.8 0. 14 5.6 0.14 4.6 
Processing 09 3.3 09 2.6 07 2.6 0g 2.8 
Stacking Ol 4 01 2 .O1 3 01 4 
Total, direct labor 29 10.5 31 9.4 22 8.5 . 24 7.8 
Supervisory and indirect OS 3.1 09 wy 06 3.5 . 07 2 2 
Payroll taxes and compensation in 
surance 02 s 02 7 02 6 . 02 6 
Total, all labor 39 14. 4 42 12.8 . 30 11.6 33 10. 7 
Raw product 70 25. 4 1,13 34.2 . 69 26.5 1.10 35. 1 
Cans 69 25.1 69 21.0 69 26. 6 te 22.9 
Cases 09 3.4 09 2.9 09 3.6 . 09 3.0 
Fuel, power, and water 05 1.8 O5 1.5 . 04 1.5 . 03 1.0 
Direct supplies O05 2.0 05 7 07 2.8 01 2 
Overhead and depreciation 27 9.7 33 10.0 2 9.8 31 9.9 
Labels 07 » 4 07 20 0 2.5 07 21 
Warehouse labor OR 2.8 Os 23 Os 29 OR 2.4 
Freight and distribution 02 6 02 F 02 7 02 6 
Brokerage, cash discount, and swells 13 4. ¢ 13 1.0 11 4.2 14 4.4 
Financial, administrative and gen- 
eral selling 22 7.9 23 7.0 19 1.3 24 7.7 
Grand total to pack and sell 2. 76 100. 0 3. 29 100. 0 2. 60 100.0 3.14 100. 0 
A verage selling price 2. 80 2. 95 2. 45 3. 10 
Profit or loss +. 04 34 —. 15 —, 04 


All labor accounted for 25 percent of the cost for the tomatoes, 
17 percent of the cost for apricots and pears, about 14 percent of the 
cost. for peaches and peas, and 11 to 12 percent of the cost for sweet 
corn and green beans. The cost of the raw product varied from a low 
of 18 percent of the total cost for tomatoes to 39 percent of the total 
cost for Bartlett pears. 


COST OF CANS, CASES, AND LABELS VERSUS RAW-PRODUCT COSTS 


Cans, cases, and labels cost more than the tomatoes, extra-standard 
Alaska peas and fancy whole kernel golden corn put in the cans. 
Tomatoes are the outstanding example of low raw-product costs rela- 
tive to containers. Canners paid $0.88 per case for the tomatoes 
canned while they paid $1.17 per case for the cans, cases, and labels for 
their canned tomatoes. 

Raw-product costs were highest relative to container costs for pears 
and apricots, the raw product costing roughly twice the container costs. 

For these two canned items, raw-product costs were 39 and 35 per- 
cent, respectively, of the total, while container costs were 17 and 18 
percent of the total. Warehouse labor, freight, distribution, and 
selling costs were approximately 18 percent of the total costs for the 
canned fruits, 10 percent for most of the canned vegetables, but only 
5 percent of the total costs for canned tomatoes. 


RECENT INCREASES IN CONTAINER COSTS 
Can prices have increased more than 50 percent since 1946. The 


largest increases occurred between 1946 and 1949 and in 1951, with 
smaller increases each year since 1951. 








PRICE SPREADS IN THE CANNING INDUSTRY o 


SMALLER CAN SIZES INCREASE COSTS 


In recent years there has been a marked trend toward use of 
smaller cans for fruits and vegetables. Cost of containers and labels 
are relatively more expensive for small-size cans. This shift to 
smaller-can sizes, and therefore more individual units, also increases 
total processing and distribution costs. Packing and handling charges 
throughout the distribution system are increased somewhat, too, 
because of the larger number of cans. 

The No. 2 can (about 1% pounds net weight), which in 1947 
accounted for about two-thirds of the total pack of canned vegetables 
in household-size containers, has largely been replaced by the No. 303 
can (about 1 pound net weight) and smaller-size cans ranging down 
to 8 ounces. Only 5 percent of the total pack was put in No. 2 cans 
in 1954. (All comparisons in this paragraph are based on the total 
pack in household-size containers, excluding the No. 10 institutional 
size.) The proportion of the pack put in No. 303 cans increased 
from 9 percent in 1947 to 65 percent in 1954. During this period 
the proportion of the pack in small-size cans, largely 8-ounce, 
increased from 4 to 12 percent. 

Similar shifts toward smaller-can sizes have occurred in the canned- 
fruit pack, with a decline in importance of the No. 2% can which : 
still the predominant can size for fruits. The proportion of pack i 
No. 2 cans has also decreased with a corresponding increase in No. 3! 3 
cans and other smaller sizes. Retail prices per unit of product are 
generally higher in small-size containers. 


WAGE INCREASES IN WEST COAST CANNING INDUSTRY, 
1945-46 TO 1955-56 


Production workers in the west-coast canning industry are largely 
members of labor unions and data on recent wage increases for these 
workers are available. They were paid an average of 85 cents an hour 
in 1945-46, and have received wage increases totaling 75.5 cents an 
hour since 1945-46 and fringe benefits equivalent to 3.9 cents an hour 
(table 4). As a result of these wage increases west-coast canners are 
now paying almost twice as much | per hour for labor as in 1945-46. 
It is probable that similar wage increases occurred in other parts of 
the country but comparable data are not available elsewhere. 


TABLE 4.—Annual wage increases to west-coast canning industry production workers 
1945-46 to 1955-56 


Wage increases | Fringe increases | Wage increases Fringe increases 
Year Average | Percent | Average | Percent Year Average | Percent | Average | Percent 
| dollars of dollars | of | dollars of dollars of 
| perhour| wages | perhour| wages | per hour | wages | per hour! wages 
1945-46__..| $0. 100 es s 1952-53 . 060 4.3 0075 51 
1946-47 __. . 085 8.9 | $0.018 1.70 || 1953 = OR5 5.9 006 10) 
1947-48____| . 120 Me lees : ‘ae 1954-! ‘ 0015 10 
1948-49. ___| .070 6.0 P 1955-56 075 4.9 
1949-50. ...}...... oe | . 006 49 ~ —— 
1950-51. _--| . 060 > hss ; . Total . 775 7 0390 
1951-52. ___} . 100 | 7.75 


Source: Touche, Niven, Bailey & Smart, San Francisco, Calif. 


(Summarized from a wage history by California Processors & Growers, Inc. 








a 


PRICE SPREADS IN THE CANNING INDUSTRY 


The group of fruit canners included in this study are mostly located 
in the western area. It is of special interest to note that even though 
wage increases of this magnitude occurred in the west-coast area, 
labor costs as a percentage of total manufacturing costs of canned 
fruits in our representative sample droppe d from 20 percent in 1946-47 
to 18 percent in 1950-54. For the canning industry as a whole, output 
per man hour has increased 34 percent since 1947 according to the Bu- 
reau of Labor Statistics. 


GROWER TO RETAILER PRICE SPREAD ON CANNED PEACHES AND 
SELECTED VEGETABLES 


A few of the larger canners supplied data on raw product costs and 
f. o. b. factory selling prices for the 1954-55 season on some of their 
nationally advertised brands of peaches, peas, corn, green beans, and 
tomatoes. Retail prices of corresponding brands during the period 
January-March 1955 were matched with these data to obtain canner’s 
and distributors’ gross margins (table 5). Leading chain stores and 
independent wholesale-retailer affiliated groups furnished the retail 
price information. Prices from only one to three organizations are 
represented in the average retail prices reported in table 4 because not 
all stores sold the same brands or quality of each product. 


TaBLe 5.—Canned peaches and vegetables: Purchase price, selling price, and gross 
margin for canners and distributors, January-March 1955 


Yellow Snap W hole-kernel Toma- 
cling green golden corn Dans toes, 
each beans ae fancy 

Item am Pe No. 303 mone 
halves, fancy cut, can whole, 

No. 24 No. 303 | 12-ounce,| No. 303 . No. 303 
can can vacuum can can 

| 
Cents per can 
Price paid to grower for raw product 6.8 5.0 3.0 | 4.0 5.1 3. 1 
Canner’s selling price, f. o. b. factory--- 24. 6 16. 7 12. 1 11.9 15.8 18.3 
Canner’s gross margin - - 17.8 11.7 9.1 7.9 10.7 15. 2 
Retailer’s selling price 37.0 23. 1 14.6 17.2 20. 2 24.9 
Distributor’s gross margin ! 12.4 6.4 2. 5 5.3 4.4 6.6 
Percent 
As a percentage of retail selling price 

(1) Price paid to grower for raw 
product 18. 4 21.6 20). 6 23.3 95.2 12.5 
(2) Canner’s gross margin 18. ] 50. 7 62.3 45.9 53. 0 61.0 
(3) Distributor’s gross margin si 33. 5 27.7 17.1 30.8 21.8 26. 5 
Total_- 100. 0 100. 0 100. 0 100. 0 100. 0 100. 0 


| The distributor’s gross margin is the difference between the price paid to the canner at the factory and 
the retail selling price. It includes all transportation charges from the factory to the retail store. For each 
commodity, prices and margins were compared for only those brands which could be identified with both 
canner and retailer. The matched brands were averaged for each commodity. 


The cost of the raw product (not including sugar or other raw mate- 
rials) varied from 12.5 to 25.2 percent of the retail selling price. 
Except for the 12-ounce cans of corn and the peas, this was less than 
either the canner’s gross margin or the total distributing margin. 

The gross margins of the canners include all costs of containers and 
supplies (except raw product), all operating expenses, taxes, and 
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profits. Typical breakdowns of canner’s costs are given in previous 
tables in this report. The distributing margin, which accounted for 
from 17.1 to 33.5 percent of the retail price, includes all transportation 
costs from the canning factory to the retail store, plus wholesaling and 
retailing charges. The retailers’ margin accounts for the larger part 
of the overall distribution charges. Transportation costs from the fac- 
tory to the central warehouse amounted to around a cent or more 
per can. According to reports from the independent groups, the 
service charges for the wholesaling and delivering to local stores were 
3 to 5 percent of the cost of the product at the central warehouse. 


CHANGES IN RETAIL PRICES AND MARGINS FOR CANNED CORN, PEAS, 
PEACHES, GREEN BEANS, AND TOMATOES 


Three of the major retail grocery chains which furnished the com- 
mittee information on retail prices and margins on 2 price lines for 
these 5 canned-food items for May—June 1950 submitted similar infor- 
mation for January—March 1955. Although the retail prices of almost 
all canned-food items were higher in 1955 than in 1950 the margin 
between the purchase cost and the selling price was wider in 1955 on 
3 items, the same as in 1950 on 1 item and lower on 5 items (tables 
6 and 7). It should be noted, however, that data for green beans and 
tomatoes are for slightly smaller size cans in 1955 than in 1950. 


TABLE 6.—3-chain average: Retail purchase cost per can, selling price, and margin 
for selected commodities, 1950 and 1954 


Corn Peas Peaches 
Lower Higher Lower Higher Lower Higher 
henry priced priced priced priced priced 
rand brand brand brand brand brand 
Can size, 1950-51_- No. 303 12-ounce No. 303 No. 303 No. 24% No. 2% 
and No. 303 
Can size, 1955-. No. 303 12-ounce No. 303 No. 303 No. 2% No. 24% 


and No. 303 


Purchase cost per can (cents 


May-June 1950___- 10.0 (| 12.5 16.4 17.9 18.5 
January-March 1955 : 11.4 ( 13. 6 17.3 23. 7 24.8 
Change, 1950 to 1955 J. +1.4 +1.1 + 9 +5.8 +-6.3 
Selling price per can (cents): 
May-June 1950- Sit 13.0 (i 15.4 19.6 22.1 23. 4 
January-March 1955 14.4 (1) 17.2 19. 5 27. ¢ 20 
Change 1950 to 1955. +1.4 4 4+1.8 +9 +5. 4 +6. 1 
Margin per can (cents): 2 
May-June 1950 3.0 ( 2.9 3.2 4.2 19 
January-March 1955_- 3.0 ( 3.6 23 3.9 4.7 
Change 1950 to 1955 E 0 +.7 —1.0 3 2 
Margin as percentage of selling price: 
May-June 1950 24. 2 15.9 19. 6 16. 2 18.9 21.2 
January-March 1955 21.2 17.8 21.6 11.5 13.6 15.6 


' Costs, prices and margins for the higher priced canned corn could not be averaged because of 
the difference in can sizes reported by the 3 chains. 
2 The difference between the 3-chain average purchase cost per can and average selling price per can. 
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TABLE 7,—38-chain average: Retail purchase cost per can, selling price, and margin 
for selected commodities 1950 and 19545 


Green beans Tomatoes 
Lower Higher Lower Higher 
priced priced priced priced 
brand brand brand brand 
Can size, 1950-51 . No. 2 No. 2 No. 2 No. 2 
Can size, 1955. _.-_-.- < see No. 303 No, 303 No, 303 No. 303 
Purchase cost per can (cent 
May-June 1950 cae ‘ 10.5 14.6 10.7 13.7 
January-March 1955 ; jin 9.6 14.8 11.4 14.7 
Change, 1950 to 1955 i —-.9 +. 2 1-7 +1.0 
Selling price per can (cents): i 
May-June 1950 13. 6 18.9 13.7 | 17.6 
January-March 1955-_ -- i . 13, 0 19. 5 13.6 18.3 
Change, 1950 to 1955__._.- 4 —.6 +.6 —.1 +.7 
Margin per can (cents): 
May-June 1950 ‘ : 3.1 4.3 | 3. { 3.9 
January-March 1955 ; ees 3.4 4.7 2.2 3.6 
Change, 1950 to 1955 oe : aA +.3 L.. 4 my =. 
Margin as percentage of selling price: j 
May-June 1950 ss esbeheanmeart 22.3 22. 4 20.8 22. 4 
January-March 1955_...-.--.--- 24.1 23.7 14.9 | 18,1 


The retailers’ margin on these items in January to March 1955 
varied from a low of 11.5 percent of the selling price for the higher 
priced brand of peas to a high of 24.1 percent for the lower priced 
brand of green beans. 

It is of interest to note that on the 5 canned-food items included in 
tables 5 and 6 the retail margin, on a percentage basis, realized by the 
3 chains for the higher priced brand was smaller than for the lower 
priced brand in 3 instances. In only 2 instances was the margin 
wider for the higher priced brand. 


O 





